To: Spina, Providence[Spina.Providence@epa.gov}; Chapman, Apple[Chapman.Apple@epa.gov]
From: Dykes, Teresa

Sent: Thur 2/1/2018 8:57:04 PM

Subject: RE: Draft Project netting Response to LBT for a quick review by 2/2/18

Hit the nail on the head by my read. I think we know the answer, though.

Terri Dykes

Senior Attorney

Office of Enforcement and Compliance Assurance
1200 Pennsylvania Ave. NW

Washington, DC 20460

202.564.9883

CONFIDENTIAL: This transmission may contain deliberative and/or enforcement confidential, attorney-client, or otherwise privileged
material. Do not release under FOIA without appropriate review. If you have received this message in error, you are asked to notify the
sender and to delete this message.

From: Spina, Providence

Sent: Thursday, February 01, 2018 3:44 PM

To: Chapman, Apple <Chapman.Apple@epa.gov>; Dykes, Teresa <Dykes.Teresa@epa.gov>
Subject: RE: Draft Project netting Response to LBT for a quick review by 2/2/18

Hi Apple and Terri,

I’ve put together a draft response to Raj, citing the 2006 Proposed Rule language.

I wasn’t sure how we wanted to frame the comment exactly, but let me know if this is along the
right lines. I’'m happy to revise it (or Apple, feel free to fix and send out if that’s easier).
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Provi

Raj,

AED has reviewed the letter and would like to confirm that a “project netting” analysis would
include the steps laid out in the 2006 proposed rule, specifically:

“The following are the steps for determining the emissions from a project net:

» Determine the increases and decreases that are to be used in the project net by applying the
appropriate emissions test for all units involved in a proposed project. Increases and
decrease must be quantified using the procedures in 40 CFR 52.21(a)(2)(iv)(a) through (d)
and (7).

» Decreases must be enforceable as a practical matter, or there must be another procedure
that will ensure the decrease actually occurs and is maintained, and are subject to all
requirements of 40 CFR 52.21(b)(3).

» Emission increases and decreases used in the project netting analysis cannot be used again,
or double-counted, in the source-wide netting analysis.”

71 Fed. Reg. 54,249.

The letter does not articulate these steps. Does OAR intend to communicate these steps to
Limetree Bay through some other communication so that the company can have full information
about how to conduct its analysis?

Please let us know if you have any questions.
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Providence Spina

202-564-2722

From: Chapman, Apple

Sent: Thursday, February 01, 2018 9:59 AM

To: Spina, Providence <Spina.Providence@epa.gov>; Dykes, Teresa <Dykes. Teresa@epa.gov>
Subject: RE: Draft Project netting Response to LBT for a quick review by 2/2/18

| think it is worth raising even if nothing comes of if.

Ms. Apple Chapman [Deputy Director, Air Enforcement Division | U.S. Environmental Protection Agency

1200 Pennsylvania Ave. NW, Washington DC, 20004 [202-564-5666 (office)|202-841-6076 (mobile)]

From: Spina, Providence

Sent: Thursday, February 01, 2018 9:58 AM

To: Dykes, Teresa <Dykes. Teresa@epa.gov>; Chapman, Apple <Chapman.Apple@epa.gov>
Subject: RE: Draft Project netting Response to LBT for a quick review by 2/2/18

Thanks, Terri. So “no,” not worth putting in the letter, but “yes” worth raising with OAR as
something we think should be required in a project netting analysis?
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I’'m working from home this morning, but I'll come by for the binder this afternoon. Thank you!

Providence Spina

202-564-2722

From: Dykes, Teresa

Sent: Thursday, February 01, 2018 9:54 AM

To: Spina, Providence <Spina.Providence@epa.gov>; Chapman, Apple
<Chapman.Apple@epa.gov>

Subject: RE: Draft Project netting Response to LBT for a quick review by 2/2/18

I think the answer to that is no- but I think it is worth putting it in writing. If you need the 2006
FR, there is a binder in my office with it- NSR 2002- 2009.

Terri Dykes

Senior Attorney

Office of Enforcement and Compliance Assurance
1200 Pennsylvania Ave. NW

Washington, DC 20460

202.564.9883

CONFIDENTIAL: This transmission may contain deliberative and/or enforcement confidential, attorney-client, or otherwise privileged
material. Do not release under FOIA without appropriate review. If you have received this message in error, you are asked to notify the
sender and to delete this message.

From: Spina, Providence

Sent: Thursday, February 01, 2018 9:52 AM

To: Dykes, Teresa <Dykes. Teresa@epa.gov>; Chapman, Apple <Chapman.Apple@epa.gov>
Subject: RE: Draft Project netting Response to LBT for a quick review by 2/2/18
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Thanks, Terri. As we discussed yesterday, there doesn’t seem to be much productive feedback
that we could give to OAR.

The only thing that I thought of this morning — is it worth asking OAR whether the decreases
need to be enforceable (as in the 2006 proposal) in order to be considered in Step 1? That may
be too big of an issue to tackle, but it seems like an important one that the letter leaves open by
not addressing explicitly either way.

Providence Spina

202-564-2722

From: Dykes, Teresa

Sent: Wednesday, January 31, 2018 3:23 PM

To: Spina, Providence <Spina.Providence@epa.gov>; Chapman, Apple
<Chapman.Apple@epa.gov>

Subject: FW: Draft Project netting Response to LBT for a quick review by 2/2/18
Importance: High

So- here is what I see the letter does:

1. Explicitly recognized the element of project netting that happened when we changed the
applicability test in 2002 to use Projected Actual Emissions. When you “project” future
emissions of an emision unit- inherent in that projection is the decreases that occur
simultaneously with the increases on a specific unit basis. Think uncontrolled boiler that
undergoes a physical change to increase its capacity by 50%- but puts on an SCR at the
same time. Before reform, the unit could not have taken the SCR into account in
calculating the PTE for Step one- unless took placed enforceable limits governing the SCR
operation. Now, if a unit undergoes the same change, there is no requirement for
enforceable limits on the operation of SCR when an owner “projects” the emissions
increase after the change. This is nothing different than what we have had to deal with
since reform.
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Example

Boiler 1- emits 300 tpy, does project to increase capacity to 600 tpy- but uses low NOx burners
(definitely not BACT)- such that there is a 70% overall reduction after the project. Baseline is
300, PAE 1s 180 (600%0.3). 180 — 300 = (120 tpy), no significant increase in step 1. And there
1s no enforceable requirements on the decrease.

Example

This would also be the case if the source said that they were only going to run the controls for 3
months out of the year. Same boiler emits 300 tpy, does project to increase capacity to 600 tpy-
but installs SCR with 90% reduction, but says it will only operate the SCR 4 months a year
during the highest emitting season. Baseline 1s 300, PAE is 330 (300 tpy (for 8 months) + 300
tpy (for 4 months) * .1). 330 —300 = 30, no significant increase in step 1. And there is no
enforceable requirements on the seasonal operation.

2. Expands the concept to allow decreases at units at the facility that occur at the same time to
be put into the equation without any enforceable limits. Think second uncontrolled boiler
where owner puts on controls at the same time to reduce all the emissions increase at the
first boiler. This we have not allowed- but rather said that the emissions decrease must be
enforceable to include- and it would have been included in Step 2 of the analysis.

Example

Boiler No. 1- emits 300 tpy, does project to increase capacity to 600 tpy- no controls, but shuts
down Boiler No. 2 that also emitted 300 tpy. Boiler No. 1 Emissions = 300, PAE — Baseline
(600 — 300). Boiler No. 2 Emissions = (300), PAE — Baseline (0 — 300). The sum of the
difference, 300 + (300), or the increase of the project is 0. No NSR triggered, and no
enforceable limits on the shutdown.

When we proposed allowing project netting in 2006, we said that the decrease (e.g., Boiler No.
2) would have to be enforceable and could not be double counted in a Step 2 netting exercise.
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The letter does not put these safe guards in the analysis.

This increases the importance of “project aggregation” rulemaking that is getting ready to come
out by lifting the stay of the earlier 2006 proposed rule. How a “project” is defined will greatly
affect whether decreases are enforceable- and greatly affect complications of finding any
increases that trigger NSR major source review.

I don’t like it because it makes enforcing NSR requirements infinitely more difficult- but I have
nothing to offer to stop this new interpretation.

Terri Dykes

Senior Attorney

Office of Enforcement and Compliance Assurance
1200 Pennsylvania Ave. NW

Washington, DC 20460

202.564.9883

CONFIDENTIAL: This transmission may contain deliberative and/or enforcement confidential, attorney-client, or otherwise privileged
material. Do not release under FOIA without appropriate review. If you have received this message in error, you are asked to notify the
sender and to delete this message.

From: Rao, Raj

Sent: Wednesday, January 31, 2018 10:29 AM

To: Chapman, Apple <Chapman.Apple@epa.gov>; Dykes, Teresa <Dykes. Teresa@epa.gov>
Cec: Keller, Peter <keller.peter@epa.gov>; Doster, Brian <Doster. Brian@epa.gov>; Krallman
John <krallman john@epa.gov>

Subject: Draft Project netting Response to LBT for a quick review by 2/2/18

Importance: High

2
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Apple, per our conversation yesterday, please find attached EPA’s proposed draft response to
LBT regarding their question as to whether decreases in emissions may be accounted for in step
1 of the PSD applicability procedures (project emissions increase) under the existing regulations
(i.e. “project netting”) for a project with existing emissions units only. We have prepared a draft
letter responding to the LBT request indicating that we interpret the existing regulations to allow
for the accounting of both increases and decreases in emissions in determining whether a project
that only involves existing emissions units will result in a significant emissions increase. This
conclusion is supported by the plain language in the regulations and the CAA definition of
“modification.” In this draft response letter, the EPA revises its prior interpretation (contained in
the 2010 letter from Region 2 to HOVENSA) and signals that it intends to resolve any confusion
about the ability to account for emissions decreases in step 1 of the NSR applicability procedures
for all project categories by proposing a supplemental NPRM.

Please note that we are not looking for any line edits — but would like you to flag any heart burn
concerns or implications that we may have missed. This is only a 3 1/2 page letter and is
moving on a fast track and hence we are asking for your input by cob 2/2/18.

Thanks

Raj

Raj Rao, P.E.

Group Leader, New Source Review Group,

Air Quality Policy Division,

Office of Air Quality Planning and Standards (MD-C504-03)
US Environmental Protection Agency

109 TW Alexander Drive

Research Triangle Park, NC 27709

919-541-5344

919-541-5509 - Fax

Note: Positions or views expressed here do not represent official EPA policy.
Interagency Deliberative and Confidential
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